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The Report from the Select Committee on Assurance 
Associations. 

ALTHOUGH this document has already appeared in several pub- 
lications devoted to the discussion of life assurance matters, we 
think our readers will consider, with us, that the importance of it 
justifies its republication in the pages of this Journal. 

To the Institute of Actuaries it cannot but be gratifying to 
observe that the recommendations made by the Committee tally as 
nearly as possible with the resolutions, so far as they go, adopted at 
the Special General Meetings held on the 12th and 19th April, in 
the present year. Thus the first resolution was to the effect that 
the Act of 1844 has created an invidious distinction between the 
Offices established prior to 1844 and those established since, and 
that the Act in question ought to be forthwith repealed, and provi- 
sion made for putting all existing Offices on an equal footing. 
In article V. the Report states — 

" The Committee have arrived at the conclusion that in many ways that 
distinction (the distinction between the Offices established prior to the Act of 
1844 and those completely registered under it) has operated prejudicially, 
and that it would be eminently to the advantage of the Offices themselves, 
as well as to the public at large, if all Insurance Companies could be brought 
under one law, leaving each Company to recommend itself to the public 
upon its own merits ;" 

And again, in the 3rd section of Article XII., the Committee say 
that they 

" are of opinion that it would be highly advantageous to all parties if all 
Companies, both those existing and those that may in future be formed, 
could be placed under one general system of registration." 

The second resolution of the Institute, it will be remembered, 
deprecated any undue restrictions, but advocated the requiring from 
every new Company a deposit with the Government of at least 
£10,000, as some guarantee to the public of its ability to fulfil its 
engagements. The Select Committee feel it to be 

" very important that no check or impediment should be placed in the way 
of the further extension of these enterprises. ... On the other hand, 
they consider it desirable to interpose such checks as will give a reasonable 
guarantee as to the bond fide intentions of the promoters of such Companies ; 
and with this view, they are of opinion that no new Company should be ad- 
mitted to complete registration until a capital shall have been subscribed 
and actually paid up of at least £10,000, and which shall be invested in the 
public funds under such regulations as Parliament may deem fit to enact." 

The third and last resolution of the Institute, it will be recol- 
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lected, expressed an opinion that no legislation on Life Assurance 
Associations could be permanently effective that did not exact tests 
as to the respectability and acquirements of persons allowed to 
practise as actuaries. On this head the Committee say, they 

" will conclude their Report by calling attention to a part of the evidence 
which advocates the formation of an Incorporated Society of Actuaries, with a 
view to the advancement of that {query, their) important science, and also 
with a view to issue diplomas or certificates to persons qualified to practise as 
actuaries. If any effort should be made to induce Parliament to grant such an 
incorporation, the Committee are of opinion that it will be worthy of consi- 
deration ; but that further investigation would be needful before such measures 
should be adopted, as considerable difference of opinion prevails on the sub- 
ject among actuaries themselves" * 

As this difference of opinion does not exist in the Institute (for 
the members of that body will no doubt recollect that the resolu- 
tion on this head was carried at a large meeting without a dissen- 
tient voice), the views of the Committee, thus far, may be said 
actually to coincide with those put forward at the meetings referred 
to ; and it is not a little remarkable, that, as regards the more dif- 
ficult question of the publication of accounts, there is reason to 
believe that the same correspondence existed : for it will no doubt 
be borne in mind, that the following resolution, which contains the 
essential portion of section 5 of the twelfth article of the Report, was 
only not brought forward in consequence of the length of time to 
which the proceedings of the meeting had already extended ; viz : — 

" That the provisions of the Act 7 and 8 Victoria, cap. 110, with refe- 
rence to the production and registration of the accounts of Companies estab- 
lished under it, have not worked satisfactorily; that the object sought by 
them would be more likely to be obtained, were all Companies, without 
exception, required instead to register at intervals (upon every valuation 
and division) a classified statement of the assurance contracts then in force 
on their books, and a general abstract of the funds in hand." 

These striking coincidences are gratifying. They serve, on the 
one hand, to show that the views taken by the two authorities, on 
these several points at least, are sound and judicious ; and, on the 
other, to demonstrate the competency and usefulness of the Institute 
as a tribunal for the consideration of the like important questions. 
So long as the efforts of that body for the advancement of the 
profession and its science are characterized by the same wisdom 

* We shall take an early opportunity to draw the attention of our readers to the evi- 
dence which has given rise to this remark, and to examine dispassionately the views and 
objects of the persons giving it. The opposition to such a measure, of members of the 
profession, would appear to most persons, having its real interests at heart, to be nothing 
other than suicidal. The object of opponents, out of it, we can perfectly well under- 
stand. 
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and forethought, it can well afford to disregard, although it must 
lament, the obstacles which indifference and prejudice continue to 
throw in its way. 

The Report of the Committee is as follows: 

"The Select Committee appointed to take into consideration the subject of 
Assurance Associations, and who were empowered to report their observa- 
tions, and the Minutes of Evidence taken before them, to the House, have 
considered the matters to them referred, and have agreed to the following 
report : — 

" I. Your Committee have considered the subject referred to them, and have 
examined the Registrar and Assistant-Registrar of Joint Stock Companies; 
the Registrar of Friendly Societies ; Mr. Finlaison, the late Actuary to the 
Commissioners of the National Debt ; Dr. Farr, at the head of the Statistical 
Department of the Registrar-General's Office ; and many of the most eminent 
Actuaries, connected with Insurance Offices of every class. 

" II. So far as regards the Joint Stock Companies' Act of 1844, your Com- 
mittee have confined their inquiry chiefly to that portion of it which affects 
Insurance Companies, and more particularly the business of life insurances. 
From the evidence of the Registrar and Assistant-Registrar of Joint Stock 
Companies, it appears that' the law, as it now stands, is extremely defective, 
and that the provisions of the Act of 1844 are very imperfectly carried out ; 
many of which they have no power to enforce if not complied with. 

" III. With regard to provisional registration, it appears that the law, as it 
now stands, does not afford the security which was contemplated by the Act of 
1844, inasmuch as the representations made by the prospectuses and advertise- 
ments issued by new Companies often vary very materially from the objects 
for which they have been provisionally registered, and there appears to be no 
means at present to prevent deception and misrepresentation being practised 
on the public in this way. Nor are the -regulations required in ojder to 
obtain complete registration more perfect for that purpose. It is required by 
the law that the deed of settlement should be signed by shareholders equal to 
one fourth in number, and representing one fourth of the proposed capital of 
such Companies ; but it appears from the evidence of Mr. Whitmarsh that 
this provision has been extensively abused by means of false and fraudulent 
signatures, and has thus proved to be a very insufficient security for the 
objects contemplated. It appears also, that it has been frequently evaded by 
Companies commencing business with a very small capital, and, immediately 
upon obtaining complete registration, greatly increasing its amount, which 
they are enabled to do without further recourse to the office of the Registrar. 
These observations, however, apply to Joint Stock Companies generally. 

" IV. After Joint Stock Companies are completely registered, one of the 
chief securities contemplated by the Act of 1844 for the safety of the public is 
the duty imposed upon them to return annual balance-sheets, representing 
the state of their affairs, to the Registrar's office, where they are open to public 
inspection ; but from the fact that that Act prescribed no form, and furnished 
the Registrar with no power to enforce a compliance with the spirit or even 
with the letter of the law, it appears that this provision has been very imper- 
fectly complied with in many cases, and in others altogether neglected ; so 
that it cannot be said that it has afforded, in a majority of cases, either the 
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information or the security which was intended. Much doubt, indeed, has 
been expressed by some witnesses, whether the publication of accounts in their 
present form has not rather tended to mislead than to inform the public, in 
which view your Committee are inclined to acquiesce ; and if the system of 
publishing accounts is in future to be persevered in, your Committee express a 
decided opinion that the law must define more clearly what it requires, and 
that a greater power should be given to enforce whatever provisions are thought 
necessary for the purpose. 

" V. There is one subject, which has formed so prominent a feature during 
your Committee's inquiry, and which has partly arisen from the Act of 1844, 
that they cannot pass it over without some remark — viz., the differences of 
opinions and views entertained by the two great classes of Offices, the one in- 
cluding those established since the passing of the Act of 1844, and completely 
registered under that Act, and the other those established prior to that date, 
and not so registered. Your Committee have arrived at the conclusion that in 
many ways that distinction has operated prejudicially, and that it would be 
eminently to the advantage of the Offices themselves, as well as to the public at 
large, if all Insurance Companies could be brought under one law, leaving each 
Company to recommend itself to the public upon its own merits. 

" VI. With regard to the general condition of existing Companies, so far 
as any evidence has been laid before your Committee, they feel it their duty to 
report, that it is more satisfactory than they had been led to believe before they 
entered upon their inquiry. No doubt instances of great abuses and flagrant 
frauds have been disclosed by the witnesses examined ; but in general these 
consisted of an open violation of all law, more akin to swindling than to regular 
trade, and such as it would be difficult for any legislature to prevent, so long 
as private persons exercised so little precaution in the conduct of their own 
affairs. But while the Committee are enabled to speak in these satisfactory 
terms of existing Offices, so far as the evidence has gone, their attention has 
been called to the great facilities which exist under the present state of the 
law for*Insurance Companies, in common with others, being brought into ex- 
istence with no reasonable prospect of, or guarantee for success, and not unfre- 
quently without any bond, fide intention of transacting business. It appears 
by a return made to your Committee from the office of the Registrar, that since 
the passing of the Act in 1844, no fewer than 311 Insurance Companies of 
various kinds have been provisionally registered, of which only 140 were com- 
pletely registered, and of which only 96 continue to exist at this time ; and 
while your Committee have reason to believe that some of the Companies 
which have ceased to exist during that period, have been absorbed in other 
Companies by whom their business has been taken over, yet at the same time 
they have no doubt that considerable traffic has been carried on in the mere 
creation of Companies which never had any real prospect of a bona fide 
existence. 

" VII. So far, then, as regards the present state of the law as established 
by the Act of 1844, it appears to be a very general, if not a universal opinion, 
that it requires some amendment ; and in which your Committee fully concur. 
They are deeply impressed with the opinion, that as the law now stands it 
does either too much or too little — too much, inasmuch as any legislative 
enactments professing to protect the public in such matters have a certain 
tendency to weaken and impair that individual vigilance which would be more 
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surely exercised if no such attempt was made ; and too little, inasmuch as the 
securities which the law provides are ill calculated to effect the object at which 
they aim. On the part of all the witnesses examined, your Committee found a 
laudable desire to improve the existing state of the law, differing, no doubt, 
widely in their views as to the best mode of accomplishing that object. On the 
part of the old Offices of extensive business, the witnesses who more particularly 
represented them, expressed their desire to be placed under one general rule ; 
to make such annual returns, and to afford such other tests, as could be given 
without an undue interference with their business, for the purpose of securing 
one safe and uniform system, by which a reasonable security may be afforded 
for the respectability and solvency of Insurance Companies. 

"VIII. In approaching the question of what alterations in the present 
state of the law your Committee are prepared to recommend, they feel that it 
is one which is surrounded by great difficulties. The two distinct principles in 
respect to subjects of this nature — viz., that of interference by the Government 
for the protection of the public, and that of no interference whatever — have 
been very fully and ably discussed by the witnesses examined by your Com- 
mittee. On the one hand, even admitting the general wisdom of the principle 
of non-interference on the part of the Government in matters of trade, it has 
been contended that the question of life insurance differs so materially in its 
general character from ordinary trading transactions, that it may fairly be con- 
sidered as an exception to that rule. This exceptional treatment has been 
justified and supported, on the ground that the obligations undertaken by such 
Associations have reference to a very remote and uncertain period ; that the 
object which persons have in view in effecting insurances upon their lives, is 
generally of an important and solemn character, viz., the provision for widows 
and orphans after the death of their natural protectors ; that, unlike any 
ordinary transaction of trade, a contract once entered into cannot be dis- 
charged or abandoned, if doubts of the stability of an Office should arise, with- 
out a great sacrifice of premiums paid in past years, and the necessity of effect- 
ing new policies in other Offices at increased rates of premium, owing to the 
greater age of the assured ; and that, in the present state of uncertainty which 
arises from the imperfect knowledge as to the real condition of Assurance 
Offices, persons are thus placed in the anxious and unhappy dilemma of being 
compelled to persevere in paying premiums from year to year, with some suspi- 
cion and doubt as to the ultimate advantage of doing so, or of incurring the 
serious loss which under the most favourable circumstances must attend the 
abandonment or sale of a policy. On these considerations, as a special case, it 
has been contended by different witnesses of great experience, that interference 
on the part of the Government is not only justifiable, but a matter of high 
duty, for the protection and information of the public. 

" IX. On the other hand, it has been contended with equal ability, that 
insurance business forms no exception to ordinary trade in these respects; that 
the Acts which have already been passed with a view of controlling the opera- 
tions of Insurance Societies have been rather hurtful than beneficial for the very 
objects they had in view ; that an apparent compliance with the provisions of 
an Act of Parliament, and a certificate of complete registration, while they have 
proved entirely ineffectual for their professed objects, and no real security to 
the public, have afforded facilities, under the sanction of parliamentary autho- 
rity, embodied in regulations administered by a public department, for the 
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formation of Companies and the perpetration of frauds which could not other- 
wise have been accomplished. And it has been further contended that it is 
impossible to make such regulations, consistent with the free development of 
private enterprise, which, so far as the public is concerned, will not prove 
more prejudicial by lulling private prudence and vigilance, than beneficial in 
respect to any increased security which they can confer. 

" X. Much difference of opinion has been expressed by the different wit- 
nesses favourable to the former of the two principles alluded to, as to the 
extent to which Government interference should take place. Some have con- 
tended, not only for an enactment which should more strictly regulate the 
circumstances under which Insurance Companies can be formed, but also for 
the appointment of Government Actuaries, under a department of the State, 
who should have a direct supervision of the proceedings of all Insurance Com- 
panies, while the generality of witnesses favourable to some regulations have 
confined themselves to much narrower limits, and have contended only for 
such precautions as should test the bona fides of new Companies, and as should 
from time to time afford a fair amount of information with respect to the con- 
dition of such Companies, relying upon the good faith of directors and actuaries 
for the accuracy of the information furnished. 

" XL In venturing to express the views which your Committee have been 
led to entertain as to the course which Parliament should pursue in future in 
regard to the subject of life assurances, they will divide their remarks into five 
heads : — 

" 1. As to the mode in which it is desirable to deal with the present Joint 
Stock Companies' Act, so far as relates to Insurance Companies. 

" 2. As to the Registrar's office, duties, and powers. 

" 3. As to the registration of existing Offices. 

"4. As to precautions which it seems desirable to take in order to test the 
bona fides of new Associations, and to entitle them to complete registration. 

" 5. As to the securities which can be aiforded to the public by the publi- 
cation of periodical accounts. 

" XII. Your Committee will now proceed to remark on each of these 
points separately. 

" 1st. Your Committee are of opinion that the business of Assurance Com- 
panies differs so much from ordinary business, that it will be advisable to 
repeal all the provisions of the Joint Stock Companies' Act so far as they relate 
to Assurance Societies, and to deal with them in a separate Act. 

"2nd. Your Committee have already adverted to the insufficient power 
which the existing Act confers upon the Registrar of Joint Stock Companies 
to give effect to the provisions of the law. Your Committee are of opinion, 
that whatever duties may be entrusted to that officer under any Act to be 
passed, it is essential that adequate powers should be provided to enable him, 
either by himself or through one of the departments of the State, to enforce 
any regulations that Parliament may think it wise to enact. Experience has 
proved that, without such powers, regulations become a dead letter, and are 
only calculated to mislead, by the apparent sanction which they give to pro- 
ceedings not in reality controlled by them. 

" 3rd. Your Committee, in a former part of this Report, have alluded to 
the inconvenience which has arisen from the fact that a portion of the exist- 
ing Assurance Offices are completely registered under the Act of 1844, and a 
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portion not so registered. The effect of this distinction has been to lead to 
controrersies between the ' old Offices ' (established prior to 1844) and the 
' new Offices ' (established since the passing of the Act of that year) which 
have been prejudicial to the interests of the public. Your Committee are 
therefore of opinion that it would be highly advantageous to all parties, if all 
Companies, both those existing and those that may in future be formed, could 
be placed under one general system of registration. In accomplishing this, 
your Committee would recommend that the requirements for registration, as 
regards existing Companies, should be as simple as possible, but that whatever 
periodical returns may be deemed necessary, should be the same as regards 
all Companies whatever. 

" With regard to mutual Assurance Companies, where the claims of the 
assured are confined to the funds of the Society, and where no personal 
liability attaches, your Committee are of opinion that the requirement of the 
law that the members of such Societies should be registered is of no real utility 
to the public or the assured, while it is both expensive and troublesome ; and 
that all the objects of the law would be answered by a registration of the 
directors and other officers of such Societies. 

" 4th. Your Committee feel that perhaps the most important part of their 
inquiry is that which refers to the precautions which should be hereafter 
adopted with regard to the formation of new Companies. On the one hand, 
your Committee feel that the ground hitherto occupied by these useful institu- 
tions has been comparatively limited, and that their application is capable of 
a great extension, not only in the higher and middle classes of society, but also 
among the humbler classes, to whom it has recently been very considerably 
applied ; and that it is therefore very important that no check or impediment 
should be placed in the way of the further extension of this enterprise, not 
absolutely needful for the security of the public. On the other hand, the 
Committee are of opinion, that in the interest of the Companies themselves, as 
well as in that of the public, it is desirable to interpose such checks as will 
give a reasonable guarantee as to the bond, fide intentions of the promoters of 
such Companies. To this extent only the Committee are of opinion that any 
interference, at this stage, is desirable. With this view, in addition to such 
regulations as may be considered needful for the purposes of registration, the 
Committee are of opinion that no new Company should be admitted to com- 
plete registration until a capital shall have been subscribed and actually paid 
up of at least 10,00(M., and which shall be invested in the public funds, under 
such regulations as Parliament may deem fit to enact ; to be considered in the 
double light of a test of bond fide intentions on the part of the promoters, and 
of a security for the liabilities of the Company at its early stage of existence. 

" 5th. No part of the subject submitted to your Committee has received 
more attention than that of the publication of periodical accounts. Hitherto 
those accounts, as published, have been of a most unsatisfactory character. 
Your Committee have carefully considered whether it would be practicable to 
prescribe such a form of account as would accomplish the objects of the legis- 
lature ; but after the most careful consideration, they are led to the conclusion 
that no fixed form could be made applicable to all cases, which would not be 
exposed to much evasion, or which would practically afford any real security. 

" Your Committee therefore would recommend that it shall be imperative 
upon each Company to make a complete investigation into its affairs at least 
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once in five years, as is usually prescribed by their deeds of settlement, and at 
such times so prescribed, which shall show a complete valuation of their risks 
and liabilities, and of their assets to meet the same ; and that all such valua- 
tion accounts, which may be made for the information and use of their proprie- 
tors, shareholders, or members, shall be registered in the office of the Registrar ; 
and that in each intermediate year between such periodical balance-sheets or 
valuations, there shall also be registered a statement containing authenticated 
information on the following particulars : — 

" The amount of receipts during the year for premiums on policies ; the 
amount of expenses during the year ; the number and amount of new policies 
issued ; the total number and amount of liabilities on all current policies ; the 
total amount of premiums receivable on the same ; the whole amount of capi- 
tal, distinguishing the manner in which invested ; how much in cash ; how 
much in Government securities ; how much in mortgage upon real estate ; how 
much in other securities, specifying their nature ; the average rate of interest 
received upon each class of investments ; the amount of such investment, if 
any, on which the payment of interest is in arrears ; the table of mortality 
and the rate of interest used in calculating the premiums. 

" XIII. The evidence which your Committee has obtained, leads them to 
believe that some such general statement would be of much greater utility in 
enabling the public to come to a correct judgment as to the condition of an 
Office, than any form of account that could be adopted. In addition to the 
above, in the case of proprietary Companies, the amount of subscribed capital 
should be stated, and also the amount actually paid up, and how invested. 

" XIV. It has been brought to the attention of your Committee, that the 
business of Assurance Offices is becoming every year of a more varied character. 

" XV. This your Committee regard as the necessary result of the advance- 
ment of the science on which it is based ; but there is a class of business 
which some Offices have undertaken, viz., that of receiving deposits of money 
at interest, which appears to your Committee totally inconsistent with the 
business of life assurance. 

" XVI. Your Committee will conclude their Report by calling attention 
to a part of the evidence which advocates the formation of an incorporated 
Society of Actuaries, with a view to the advancement of that important 
science, and also with a view to issue diplomas or certificates to persons qua- 
lified to practise as actuaries. If any effort should be made to induce Parlia- 
ment to grant such an incorporation, the Committee are of opinion that it will 
be worthy of consideration ; but that further investigation would be needful 
before such measures should be adopted, as considerable difference of opinion 
prevails on the subject among actuaries themselves." 



